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W HEN THE CURRENT ae 
month comes to a 


close will investors be able 
to reflect that November. 1953. the first of the month than for 
was a period for which they any of the following 29 days. In 
should give traditional thanks. or November, 1933. the index opened 
will they have to write it off as a at 72.4. rose to 81.2 and closed at 
“turkey” insofar as price changes 78.5. The following year’s Novem- 
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are concerned? ber performance was even better, 
Based on stock market history as the index advanced from. its 
for the past 20 years. November opening low of 69.7 to a high and 
has set few notable records for close at 75.8. 
buoyant prices. a —_—on 
However. that doesn’t. of course, 
set the pattern for 1953. Advances scored in the eleventh 
month of the years 1935, 1936 and 
1945 were less impressive than 
Last year. for instance. Novem. — those registered in 1933 and 1934. 
ber was a month to be remembered In November of both 1944 and 
fondly by investors. With the elec- 1950. the stock market held vir- 
tion of President Eisenhower, the tually steady. However, declining 
stock market spurted briskly--one — prices were the rule in November 
popular 90-stock index rising from of L951. 1949, 1948. 1947, 1946, 
an opening of 195.3 to a high of 1943. 1942, 1941, 1940, 1939, 1938 
204.4. closing at 203.8. and 1937. 
Other years during the past two 
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scored advances during the month =~ cain : 
of November were 1945, 1936, Vol. XIV. No. 11 @ November. 1953 


935 O24 : 922 Tue Excuance is a monthly publication of 
1935. 1934 and 1933. the New York Stock Exchange. Kenneth 
In both 1933 and 1934. stock Hayes. Editor: Editorial Offices, 11 Wall 

; > ; St. N. Y. 5. N. Y¥. Telephone HAnover 
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HOW GOOD 
ARE COMMON STOCKS? 


By Winturop H,. SMITH 


SK ANYBODY who spent his last 
A dime to buy stocks on margin 
in 1929--and you'll get one an- 
swer to that question, “How good 
are common. stocks?” 

Then ask anybody who bought 
duPont in 1932—and you'll get 
another. 

Neither answer would. of course, 
have any validity. 
=y the only right an- 
PONT) @ swer is the one 
® which shows what 
kind of a return on 
their money most 
long-term investors 
might expect to 
make most of the 
time. 

That is exactly 
the answer which the Bureau of 
Business Research at the Univer- 
sity of Michigan has come up with 
after a two-year study. 

\nd a most impressive answer 
it is too. In 40 years in Wall 
Street | have known many strong 
boosters for common stocks. but 
frankly I never knew anyone who 
would have dared to claim that 
stocks were intrinsically as good 
investments as the Michigan study 
proves them to be. 


Here is the conclusion of that 
study: 


If you were to invest a fixed 
sum of money every year for a 
period of years in a cross-section 
of common stocks, and if you re- 
invested all dividends, the return 
you could expect would be the 
equivalent of 12.2 per cent com- 
pound interest on your money. 


No man can, of course. predict 
the future. but if past experience 
can be taken as a valid guide, 
that’s the average return which an 
investor might expect to realize 


over the long term. 
You don’t believe it? IT can’t 
blame you, because when I first 
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heard that conclusion. it scarcely 
seemed credible to me. | wondered 
if the authors, Professors Wilford 
J. Eiteman and Frank P. Smith, 
had not handpicked their stocks 
and their investment period. 
Nothing could be further from 
the truth. This is a scholarly and 
thoroughly objective piece of 
work. In setting up their study 
project the 
mined to eliminate from the pic- 


authors were deter- 
ture all factors of judgment and 
choice when it came to answering 
those basic questions of what to 
buy and when to buy. 

Here are the 
Judge for yourself. 


essential facts. 


Period Chosen 
To begin with. the professors 
chose the period from January 15, 
1937. to January 15, 1950. Why 
this period? Because it was long 
enough to provide a fair picture of 
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what could be attained with consis- 
tent investment. and more impor- 
tantly because the market stood at 
essentially the same level at the be- 
ginning and the end of that period. 
Actually. on January 15. 1950. the 
Dow-Jones industrials were 7 per 
cent higher than they were on Jan- 
uary 15. 1937. but in the light of 
the over-all result this difference is 
statistically negligible. 

55-Year Rise 

\ctually in the long run. the av- 
erage investor might expect better 
results than those produced in this 
study. because over the past 55 
vears market prices. as measured 
by the Dow-Jones industrials. have 
moved up at an average rate of 
3.15 per cent a year. 

After they had settled on the 
time period for their study. Profes- 
sors Eiteman and Smith decided to 
pick their stocks by some me- 


chanical means that would yield a 
thoroughly representative — selec- 
tion. So they decided to take every 
stock on the New York Stock Ex- 
change that had traded a million 
or more shares in 1936. That yield- 
ed an arbitrary list of 92 stocks 
representing 27 different indus- 
tries. Good, bad and indifferent. 
Speculative and blue chip. A fair 
cross-section of the market. 

linally, the authors adopted a 
completely mechanical method of 
investing so that they could not be 
accused of buying or selling at 
especially opportune times. As a 
matter of fact, in this entire study 
they assumed that there would be 
no selling of stocks at all——only 
consistent buying. 


Dividends Reinvested 


Under the plan which the au- 
thors fixed upon, $1,000 was auto- 
matically invested in each of the 
92 stocks on January 15 of each 
vear and all dividends paid in the 
preceding year were also auto- 
matically reinvested on that date. 

The selection of January 15 was 
purely arbitrary. Actually in six 
of the years January 15 was at or 
near the year’s market high: in 
four years it was in the middle 
range; and in four years it was 
near the bottom, 

Adoption of this investment 
method meant, of course, that the 
authors did have the advantages 
of the dollar-averaging principle 
working in their favor. Whenever 
an investor puts a fixed sum into 
a given stock at regular intervals, 





the average cost of all the shares 
he acquires will almost certainly 
be less than their average price. 
Thus, for $1,000 he can buy 50 
shares of a $20 stock. For his next 
$1.000, if the price rose to $40, he 
would get only 25 shares. His av- 
erage price is $30, but the average 
cost of all his 75 shares of the 
stock is only $26.67, 

I think you will agree that the 
controls established for this study 
assure a completely objective re- 
sult. Now let’s see what happened: 








What was Market Value 
Year paid in of stocks 
937... $ 92,000 $ 92,000 
1938. : 184,000 149,514 
1957... 276,000 255,589 
| Sere 368,000 326,386 
Se 460,000 412,083 
1942 552,000 486,074 
1943 644,000 690,273 
1944 736,000 1,074,540 
1945 828,000 1,580,878 
1946 920,000 2,724,886 
1947 1,012,000 2,169,708 
1948 1,104,000 2,363,253 
1949 1,196,000 2,525,266 
1950 1,288,000 3,028,855 


On January 15, 1950. the stocks 
were worth 135 per cent more than 
the money invested in them. That 
is equal to 12.2 per cent compound 
interest. And just for the sake of 
the record, it is 72 per cent more 
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than the increase in the cost of liv- 
ing over the same period. 

It might be argued that this re- 
sult was favorably affected by just 
a few stocks with spectacular mar- 
ket records. To see if this were so, 
the authors arranged the 92 stocks 
alphabetically — then systemat- 
ically recomputed the same kind 
of investment program first for 
every other stock or just 46 stocks 
in all. then for every third stock or 
a total of 31, then for every fourth 
stock. and so on, right on through 
every tenth stock. 


Same Result 


And in every case, the result was 
essentially the same. Actually, the 
records for each of these sub- 
groups was a little bit better than 
it was for all 92 stocks, with the 
exception of the last group which 
had only ten stocks in it. This 
group of ten lagged just fraction- 
ally behind the 92-stock record. 

Now, one last point. As I said 
before, the 92 stocks represented 
27 different industries. 

So. the authors made one more 
test on the basis of industry classi- 
fication. 


$ 1,288,000 
COST OF STOCKS 








First, they selected the best per- 
forming stock in each industry and 
figured out what would have hap- 
pened if they had put $1,000 a 
year into each of 27 stocks. By 


January 15, 1950, this $378,000 in- 


vestment would have increased in 


value to $1,073,841. 
Ahead Again 


Then they invested $1,000 a 
year in the 27 worst performers, 
and here they found that their 
$378,000 investment would have 
grown to a satisfactory $693,424 
—-or more than enough to meet 
the loss of purchasing power of the 
dollar due to inflation. And still 
more than a 5 per cent compound 
interest return on an annual invest- 
ment of $1,000. 

Professors Eiteman and Smith 
have done a splendid job of an- 
swering the basic question which 
has always concerned every inves- 
tor. If you would like to see their 
full study, it is called “Common 
Stock Values and Yields.” and it is 
available from the University of 
Michigan. 














Cash Common Dividend 


Payments Set Record 
In First Nine Months 


( on of common shares listed 
J on the Stock Exchange re- 
$4.140.702.950 in cash 
dividends during the first nine 
months of the current year—a new 
record high for the period and the 
first time in history that the 
$4.000,000.000-mark was reached 
or passed in the initial three-quar- 
ters of any year. 

As compared with dividend pay- 
ments in the first nine months of 
1952, the total represented an in- 
crease of 4.2 per cent. 


ceived 


llth New Peak 


Moreover, 1953 is the eleventh 
year in which cash 
dividend payments on listed com- 
mon shares set a new peak for the 
nine-month period. 

On September 30, last, there 
were 1,066 common stocks listed 
on the “Big Board.” Of these. 945. 
or 88.6 per cent, paid one or more 
cash dividends during the nine 
months then ended. 

Cash payments by 284 of the 
listed common issues were larger 
in the first three-quarters of this 
year than in the same 1952 pe- 
riod: 559 paid identical amounts 
in both years, and 131 paid less in 


1953 than in 1952. The heading of 


consecutive 






1942-49 44 45 46-47 4B 49 6051 S253 


“less” in the tabulation on the fol- 
lowing page includes 29 common 
stocks which paid no cash divi- 
dends in the initial three-quarters 
of the current year, though cash 
payments were made in the corre- 
sponding 1952 period. 

Of the 27 industrial classifica- 
tions shown in the table, 22 regis- 
tered increases during the first nine 
1953 months; while only five 
groups showed decreases, 

Largest Gains 

From a percentage standpoint, 
the largest gains over a year before 
were scored by aircraft common 
shares 23.3 per cent. financial 21.6, 
and utilities 12.5 per cent. On the 
other hand, U. S. companies op- 
erating abroad showed a decline 
of 13.1 per cent in the first nine 
months, textiles 12.4 per cent. and 
amusement shares 6.5 per cent. 

In dollars, the largest cash pay- 
ments on common were made by 
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utilities $760,374,580, petroleum 
and natural gas $686.599,640, and 
chemical $422,569,960. The total 
for these three classifications—rep- 
resenting cash dividend payments 
by 227 separate corporations — 
amounted to $1.869.544.180. Such 
a sum—based on a national popu- 
lation of 160,000,000—is equiv- 
alent to $11.68 for every man, wo- 
man and child in the United States. 

Every one of the ten real estate 
company commonstocks listed atthe 


close of the third quarter paid divi- 
dends during the nine months then 
ended. So did all nine rubber com- 
pany common issues and all seven 
farm machinery common stocks, 
As against those perfect indus- 
try records, however, only 16 of 25 
listed companies operating abroad 
paid cash common dividends dur- 
ing the nine months ended Sep- 
tember 30, 1953. Of 81 railroad 
and railroad equipment common 
stocks, 63 paid cash dividends. 





Cash Dividends on N. Y. S. E. Listed Common Stocks 
First 9 Months 1953 vs. First 9 Months 1952 


No. of 

Issues First 

Listed 9 Mos. 

Industry Group 9/30/53 1953 
Aircraft 26 21 
Amusement 24 21 
Automotive 71 59 
Building Trade 30 28 
Chemical 86 80 
Electrical Equipment 23 22 
Farm Machinery 7 7 
Financial 33 31 
Food Prod. & Beverages 68 62 
Leather & its Products 9 7 
Machinery & Metals 107 97 
Mining 40 32 
Office Equipment 10 9 
Paper & Publishing 37 33 
Petroleum & Natural Gas 49 47 
Railroad & Railroad Equip. 8l 63 
Real Estate 10 10 
Retail Trade 71 66 
Rubber 9 9 
Shipbuilding and Operating 10 8 
Steel & Iron 37 32 
Textile 44 36 
Tobacco 15 14 
Utilities eee 105 100 
Miscellaneous Businesses 22 21 
U. S. Co.'s Oper. Abroad 25 16 
Foreign Companies 17 14 
I ivicicemneeais 1,066 945 


Number Paying 


Est. Total Payments Percent 

More Same Less Ist 9 Mos. 1953 Change 
Il 9 I $ 38,270,890 +-23.3 
5 10 6 35,811,640 — 65 
17 38 9 401,824,710 + 05 
9 17 3 45,632,410 + 2.4 
17 51 13 422,569,960 + 1.4 
4 18 = 115,400,900 + 2.0 
a 3 4 43,386,820 — 64 
it] 19 | 93,547,060 +21.6 
16 38 10 157,740,850 + 1.8 
i 6 — 14,705,020 + 47 
33 52 16 142,532,900 + 5.8 
9 17 10 144,598,370 — 12 
3 5 I 26,524,980 + 6.3 
8 21 4 76,513,400 + 3.4 
17 28 2 686,599,640 + 2.8 
19 42 4 218,948,700 +10.9 
6 3 I {2,219,300 + 1.4 
13 46 8 198,015,000 + 14 
3 6 — 39,127,850 + 7.4 
1 6 1 10,648,690 + 6.6 
9 18 6 182,496,610 + 17 
il 18 9 51,291,450 —12.4 
| 12 2 60,336,400 + 3.0 
49 49 3 760,374,580 12.5 
“ 13 4 32,090,800 - 0.9 
4 4 12 44,357,200 —13.1 
10 1 85,136,820 + 2.8 

2840 559—Ss«d:31 $4, 140,702,950 + 42 





Product Diversification: 


WHYS AND Hows 


By Joun |. Snyper, Jr. 


President, Pressed Steel Car Company, Inc. 


77 HAT is diversification? Why 
\ and how do companies di- 
versify? Why should stockholders 
know some of the ins and outs of 
diversification ? 

Actually, companies diversify 
for widely varying reasons which 
mostly boil down to a desire for 
increased sales and higher or more 
stable profits. 

Industry has its choice of only 
two methods of diversifying. A 
company can enlarge its product 
line from inside by adding new 
facilities or re-tooling its old ones; 
or it can buy up new products by 
purchasing outside going concerns 
or facilities. 


Eggs in One Basket 


But that’s as far as the general- 
izations can go. Let’s consider a 
few diversification projects, their 
reasons for being, and their theo- 
retical outcomes. 

First, let’s take the company that 
makes and sells only one product, 
or one tightly-knit family of prod- 
ucts (“all its eggs in one basket’’). 
Chances are that sales of this prod- 
uct are affected either by seasons 
or by cycles that occur fairly regu- 


larly—that there are times when 
the product sells, and times when 
it doesn’t. 

This used to be the fact at 
Pressed Steel Car Company. It was 
an old company that for fifty-odd 
years made practically nothing but 
freight cars; and the freight car 
industry has an extremely poor 
history. Depressions hit with fair 
regularity. 

The question, of course, was 
what to do. The obvious answer 
was to add products or entire prod- 


Machine lathe at Axelson Division 
of Pressed Steel Car Co. 











uct lines that would stabilize the 
sales curve and cushion it against 
slumps. 

We at Pressed Steel Car decided 
to broaden our products base with- 
in the general framework of steel 
fabrication. This decision has led 
to very widely ranging diversifica- 
tion. Since 1948 we have added 
six entirely new divisions (one of 
which has since been dropped). 
These turn out: farm 
holding tanks, waste receptacles, 
stainless steel cookware, automo- 
bile bumper guards and accesso- 
ries, industrial and residential steel 
tanks, electrical conduit fittings, 
petroleum equipment (pumps, suck- 


divisions 


er rods, etc.). engine lathes. and 
aircraft parts. 


Tank Depot 


In addition to all this, we have 
the largest tank and armored ve- 
hicle depot in the U. S. and a 
government ordnance plant which 
we manage and operate. This plant, 
one of the most completely auto- 


matic factories in the U. S., pro- 
duces 155mm artillery shells. 

We have made some interesting 
discoveries. We have found, for ex- 
ample, that we can diversify profit. 
ably within and between divisions. 

We have also found that ac- 
quiring a big company or a small 
one brings almost identical prob- 
lems. Axelson, our petroleum, en- 
gine lathe, and aircraft parts di- 
vision, largest acquisition to date, 
gave us no more trouble than the 
smaller ones that preceded it. 


Growing Trend 


Since the war, more and more 
American companies have been 
making similar discoveries. They 
have also found that they are no 
longer at the mercy of seasonal or 
cyclical sales swings after diversifi- 
cation; their employment stabilizes, 
and their profit steadies. 

The last factor is vital. Profit 
margins for all companies, as al- 
most any share owner realizes, are 
in a tight squeeze—the result of 


Bar steel is fabricated into special rods for the petroleum industry. These 
rods are used in pumping crude oil from wells, 
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higher taxes and higher costs. The 
squeeze is so tight. indeed. that di- 
versification now makes sense even 
for many companies that have no 
seasonal or cyclical sales problems. 

These, then, are the two strong- 
est forces motivating diversifica- 
tion today—the desire to eliminate 
unhealthy sales fluctuations, and 
the desire to offset the profit 
squeeze. Usually they overlap some- 
what. Usually, too, they are com- 
pounded by other motives. Let’s 
look at some of these. 

Some big companies have 
launched diversification programs 
because they have large cash sur- 
pluses that they want to put to 
active work. Actually, of course, 
management owes it to the stock- 
holders to get the best possible re- 
turn on their money—-and more 
and more, diversification is becom- 
ing a way to do this where large 
surpluses are concerned. Thus, a 
giant theater operating concern last 


year entered the radio-TV field by 
buying a major network. The lat- 
ter went along with the merger be- 
cause it needed capital to meet 
competition in its industry. 

Other firms have launched in- 
tegration programs which, para- 
doxically, have led to diversifica- 
tion. To begin integrating, a com- 
pany starts, let’s say, by buying 
a small supplier firm or a plant 
that, because of its location, will 
cut the company’s freight costs: 
or maybe it acquires new ware- 
housing facilities. One of these ac- 
quisitions may involve related pro- 
ducts which the company starts to 
sell. At that point diversification 
has begun. The farm holding tank 
program which we gave, at least 
partially, to our Chicago Steel 
Tank division is a good example. 
Chicago Steel Tank had never made 
these particular tanks before but, as 
an integrated operation, we felt it 
should make them. This also meant 
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diversification within the division. 


Let’s turn now to some of diver- 
sification’s potential dangers. 

The most important is the dan- 
ger of overextension—the possi- 
bility that the company might move 
into too many lines, overtax the 
skills, experience and time of its 
present management, and find that 
it can’t perform as 
planned. 

Another is the possibility that 
a company might find itself diver- 
sifying unnecessarily—moving in- 


originally 


to lagging product lines or acquir- 
ing sick companies. The best reme- 
dy for this situation is to unload 
the sick patient fast. 

We did just that with our Rice 
& Adams division. although it was 
not actually “sick.” This division 
made dairy equipment. It 
small, and made some money. But 
we liquidated it. because the effort 
expended on it and the investment 
were too much for the profit derived. 


was 


Advance Planning 


Companies must decide whether 
to build a family of products within 
one line, or to move out to related 
lines—or ultimately to lines that 
don’t relate at all to their original 
products. They must decide wheth- 
er to keep their diversification 
within lines that present manage- 
ment can handle; or whether they 
should plan to handle new products 
and hire new managers. 

These. of course, are only a few 
of the questions that must be an- 
swered in the planning stage. The 
company must next make a thor- 
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ough study of the products and 
companies in which it may be in- 
terested, and must study executive 
personnel, company policies. man- 
tech- 
niques. labor, financial structures 
and _ potentials. 


ufacturing methods, sales 


All this requires time. patience 
and money. It seems to me, though, 
that investors by and large are be- 
ginning to realize how extremely 
profitable diversification can be 
in the long run. 

We at Pressed Steel Car have 
found that diversification works. 
One important result of our pro- 
gram is that we are making money 
on soaring sales which will exceed 
$90 million this year. This is an 
all-time high and more than double 
our sales in 1949, the year our di- 
versification began. 

We feel confident about our fu- 
ture. based as it will be on the idea 
and practice of diversification. 


Welding frame of steel freight car. 
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VOMEN Buy Stocks? 


By Wi_Ma Soss. President. Federation of 


Women Shareholders in American Business, Inc. 


YOUNG MOTHER from a small 
A Long Island town sat next to 
me on a train from Flemington, 
N. J. She had just attended the an- 
nual meeting—her first—of a large 
corporation, and felt that she had 
learned a great deal more from the 
experience than she ever could by 
reading about it at home. 

“IT can't leave my two children 
to go out to work.” she confided. 
“and. even if I stood all day be- 
hind a counter at Macy’s, I prob- 
ably couldn't earn enough to hire 
help. | have a small inheritance. 
and, with what I can save, I hope 
to make enough through investing 
in stocks to be able to stay home 
and take care of my family.” 

Working Wives 

Today. one-quarter of the wives 
in this country work outside the 
home. Like my acquaintance on 
the train. many 
would be glad to supplement the 
family income. if they only knew 
how! Since women are the bene- 
ficiaries of 65 per cent of all lega- 
cies, such funds, plus whatever they 


however. more 


can save, form a nest egg which 


can be used to good advantage. 


With husbands succumbing all 
too abruptly to the pressures and 
tensions of modern life—with every 
other wife a widow at 60—there 
is a trend among non-working 


wives to learn how to manage and 
invest family funds in a_newly- 











conscious effort to preserve both 
their husbands and their incomes. 

Many research staffs of business 
magazines are composed almost 
wholly of women. Women love to 
find out things, especially if some- 
one doesn't want to tell them. 

Once they know what to look 
for in a stock, they are likely to 
run down information and bring 
it home triumphantly. particularly 
if their efforts are appreciated by 
their husbands. 

There are said to be two kinds 
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Mrs. Soss, who has been in public rela- 
tions work most of her life, is the founder l 
of the Federation of Women Shareholders 


me 














in American Business. She has led a cru- : 

sade to convince American business cor- ' 

porations to hold their annual meetings ' 

in cities convenient to share owners— ' 

rather than in relatively small cities 

where some corporations happen to have } 

been chartered. Mrs. Soss, who was born ‘ 

in San Francisco, attended the Columbia : 

University Se "arene of Journalism. Her first job was as a reporter on P 
the old Brooklyn Times, later merged with The Brooklyn Eagle. She 

has handled publicity for the silk industry, a number of department 

stores and dress manufacturers, and for The Budd Company. 

s 

of married men—those whose wives jargon of the market place is no : 
lament that they won't tell them more mysteriousthan menu French. 

anything and those who protest Certainly any woman 
that their wives won't listen. Hap- who could master the 

pily. however. the trend among _ intricacies of the ration ( 

young married couples seems to system during World } 

be toward mutual investment plan- War II. or absorb the ; 

ning. especially where the wife fine points of contract ] 

contributes to the family income. bridge. has — sufficient 1 

No woman can be said to be — intelligence to learn her F 

truly modern and independent, re- way around the stock i 

gardless of her net worth, unless market. e 

she has been educated to handle With one-eighth of 

money matters for herself. the women in this coun- t 

Aside from the fact that financial try either single or divorced, 

ignorance makes her a prisoner of per cent of those who wed becom- 

her own ignorance and apathy, ing widows and 75 per cent of the 
why should she let the men have all widows who remarry becoming 

the fun? widows all over again. it is perfect- 1 


It is not entirely a matter of 
worry and arithmetic. There is ro- 
mance. adventure and excitement 
behind those bid and ask quota- 
tions. They may look formida- 
ble. but are no more difficult 
to decipher than shorthand. The 


12 


ly obvious that women must begin 
to take a more active part not only 
in their traditional role of con- 
servators of wealth and family pur- 
chasing agent. but as investors. 


Thousands of women working 


for a living today could be enjoy- 
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ing relative leisure if they had lav- 
ished as much time and effort in 
learning how to invest an inheri- 
tance as they do on their jobs. 

Of all the women in this coun- 
try, one-third work, and they con- 
tribute 25 per cent or more to the 
total income of one out of every 
four families. Comparatively few, 
however. know how to make their 
money work for them. 

During a period of market re- 
cession, I heard the thought ex- 
pressed that the stock market is 
no place for women. To me that 
is like saying that no woman 
should learn to swim, lest she 
might drown! 

Stay in Background 

The Brookings Institution’s study 
of “Share Ownership in the United 
States” disclosed that women own 
nearly as many shares of stock 
in publicly-held American corpora- 
tions as men. Yet, women exercise 
a very small degree of control over 
their holdings, because of lack of 
education, indifference, mental lazi- 
ness. habit and the stolid reluc- 
tance of men to hand over the reins, 

My answer to the question 
“Should Women Buy Stocks?” is 
a decided yes! 

Women should buy stocks—and 
not for profit alone! 

While the political aspects of 
stock ownership have been touched 
on by Wall Street. the moral. ethi- 
cal and social phases which would 
appeal to new millions of potential 
feminine stockholders have never 
been exploited. 


Recently I spoke to a group of 
young teachers at Columbia. To 
them, the stock market was re- 
mote: they did not look forward 
to stock ownership for years. But 





they became keenly interested in 
the social implications of share 
ownership. 

It had never occurred to them 
that they could step up the status 
of women and help give them 
equality of opportunity, pay and 
retirement in industry if, as share 
owners. they voted to elect direc- 
tors in tune with the times. 

If Socialism or Communism ever 
overtake this country. it will, to 
some degree. be because women 
failed to accept the responsibilities 
of share ownership. 

Women should invest in com. 
mon stocks not only in the hope 
of profit. but because the ethical 
leadership which they can bring 
to the American Enterprise System 
may be the means of creating cor- 
porate democracy to preserve capi- 
talism for our children and our 
children’s children. 
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Famed Public Utility 
Comes to the Exchange 


IXTY-EIGHT YEARS AGO, Thomas 

A. Edison made several trips 
to Boston to help that city’s fledg- 
ling utility get under way. Boston 
Edison’s first balance sheet. dated 
December 31. 1886. disclosed that 
“license under Edison patents $35.- 
000” accounted for one-quarter of 
the company total assets of 5144.- 
000. Later. the great inventor sup- 
plied from his own Menlo Park. 
N. J.. associates the men who op- 
erated the company for years. 


Today, this utility — whose 
2.715.522 shares of $25-par value 
common stock (Ticker symbol: 


BSE) were admitted to trading on 
the Stock Exchange November 2 
—receives more than $80.000.000 
yearly from the sale of electricity 
and steam to 443.800 customers. 

Boston Edison has grown stead- 
ily. gross revenues having improved 
over the previous year with two 
exceptions only. 

Cash dividends have been paid 
690. 

Electric sales show a stabletrend. 
largely 


in every single year since 


because of many resi- 
dential and commercial customers. 

The rapid development of new 
Boston suburbs has helped sales. 
A recent survey showed that a cus- 
tomer moving from a_ congested 
city area to the suburbs more than 
doubles his use of electricity the 
first vear, 
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Electricity is generated at three 
steam-electric plants in North Wey. 
mouth, South Boston and Everett, 
and at two small hydro-electric sta- 
tions in Walpole and Waltham. 

With $106.000.000 of planned 
improvements scheduled by the end 
of 1957, the company currently is 
adding one large new generating 
unit and several transformers and 
transmission lines to its system. 

Boston Edison’s 1952 earnings 
of $8.146.871, or $3.30 a common 
share. set a new peak. and for the 
first six months of 1953 rose fur- 
ther to $4.696.908, or $1.90. 

Last year the company’s 28.109 
common share received 
cash dividends of $2.80 a share— 
a rate maintained since 1949, 


owners 


Largest plant of Boston Edison Co. 
at North Weymouth, Mass. 
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SHARE 


OWNERS 
Are Also 


Consumers! 


S MANAGEMENT inclined to for- 
| vet that a corporation's share 
owners are also consumers? 

It would seem logical to suppose 
that anyone who has invested sev- 
eral hundred or several thousand 
dollars in the common shares of a 
particular company might—in his 
own self-interest—-be eager to do 
anything possible to promote great- 
er public acceptance of the compa- 
ny s products or services. 

Do most corporations encourage 
their share owners to buy the prod- 
ucts and services they have for sale 
and to recommend such products 
to their friends? 


That question came to mind 














while reading an interesting book 
— “What People Want To Know 
About Your Company” — pub- 
lished by the Controllership Foun- 
dation. Inc.. of New York City. 

Based on a public opinion poll 
conducted among share owners, 
employes. labor union representa- 
tives. large investors and financial 
advisors. the Controllership Foun- 
dation study said: 

“The annual report is clearly 
the major source of information 
to stockholders. Almost 60 per cent 
of the respondents named ‘compa- 
ny annual reports’ as the place 
from which they got ‘most of their 
information about their favorite 
company. ” 


Reports Surveyed 

Since most share owners depend 
upon the annual report for infor- 
mation about the company in 
which they have invested their sav- 
ings, it seemed likely that a study 
of those documents should reveal 
which corporations treat theirshare 
owners as consumers and which 
do not. 











A check was made of the annual 
reports of 50 representative listed 
corporations. 

Most of the reports studied were 
excellent ones indeed, particularly 
from the viewpoint of comprehen- 
sive data about sales, profits, cash 
positions 
nent facts. 


and other such _perti- 


Many contained handsome col- 
ored reproductions of the compa- 
ny's products; others reproduced a 
number of excellent product adver- 
tisements. 


Consumer A Pp ] veal 


Most of the half-hundred annual 
reports studied appealed, either di- 
rectly or indirectly, to the consum- 
er instincts of the company’s share 
owners, 

Only a handful, however, made 
a direct appeal for share owner as- 
sistance in boosting consumer use 
of products. 

More than a dozen contained 
no photographs of the company’s 
products, no reproductions of prod- 
uct advertisements and no appeal 
to the share owner as a consumer. 

One of the most forthright ap- 
peals for share owner cooperation 
appeared in the 1952 annual re- 
port of the Thermoid Company: 

“You can help. . . . As one 
of more than 8.000 Thermoid Com- 
pany stockholders you have an in- 
dividual stake in the continued 
growth of your company. Together. 
you can exert a great influence for 
more business by specifying Ther- 
moid Fan Belts. Radiator Hose and 
Brake Linings at your service sta- 
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tion. If you are in industry, specify 
Thermoid Hose, V-Belts and Con- 
veyor Belts. If hardware is your 
business, specify Thermoid FHP 
Belts and Garden Hose. Thank 
you.” 

Almost equally direct is the fol- 
lowing excerpt from the latest an- 
nual report of Consolidated Gro- 
cers Corporation: 


Wide Buying Power 

“It is always pleasant to think 
of stockholders also as users and 
boosters of a corporation’s prod- 
ucts. Consolidated’s stockholders 
represent the buying power of a 
large number of families. More 
and more corporations which pro- 
duce consumer items are encourag- 
ing a closer stockholder-customer 
relationship. Listed in this report 
are the brand names of products 
supplied by Consolidated’s divi- 
sions and subsidiaries. Stockhold- 
ers when shopping in practically 
every market area will recognize 
these brand names. Their purchase 
of needed items and a word passed 
to friends will help increase sales 
volume which eventually accrues 
to the benefit of investors in the 
corporation’s securities.” 

Sunbeam Corporation’s 1952 an- 
nual report contained a pocket on 
the inside back cover. stuffed with 
attractive ads for the company’s 
mixmaster. toaster, waffle iron and 
other products. 

General Motors Corporation’s 
annual report for last vear 
contained striking photographs of 


which 


its automobiles and other products 
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—used indirection in its appeal to 
the consumer instincts of share 
owners. as follows: 

“Our 1953 car lines represent 
the finest in engineering design 
and value that GM has thus far 
offered to the public. They have 
been received with enthusiasm. 
They are priced at levels that re- 
flect GM’s policy of passing on to 
the customer the ever greater val- 
ues resulting from technological 
progress. It is expected that they 
will sell well and help the organiza- 
tion regain its historic position in 
the automobile market.” 


Obvious Pride 


An obvious pride in its products 
—as well as an equally obvious 
desire to have its share owners 
feel such pride also—pervades the 
latest annual report of Artloom 
Carpet Co., Inc.: 

“Our sales, merchandising and 
advertising programs for the year 
have been exceptionally good. The 
designs and attractive new colors 
in our carpets have met with both 
dealer and consumer approval. We 
were among the first of the carpet 





manufacturers to produce cotton 
broadloom carpet when the price 
of wool became very high and 
other fibers were difficult to secure. 
Our cotton lines . . . have been 
extremely successful , . . met with 
instant approval.” 


Few Exceptions 


On the other hand, however. a 
large automobile company’s 1952 
annual report contained not a 
single photograph of any car or 
other product produced by that en- 
terprise. Neither did the report 
appeal directly or indirectly to 
share owners to buy that line of 
cars or to influence other consum- 
ers to buy them. 

Other prominent corporations 
which apparently made no particu- 
lar effort in their latest annual re- 
ports to woo share owners as con- 
sumers included a mail order com- 
pany, a rubber manufacturer and 
a soap company. 

Corporations which do_ not 
“plug” their products or services 
in their annual reports may, of 
course, have excellent reasons for 
such a policy. 
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Large Newsprint Producer 
Lists Its Common Shares 


REAT NORTHERN Paper Co. 
G whose 1.048.330 shares of $25- 
par value capital stock (ticker 
symbol: GPP) will be traded on 
the Stock Exchange beginning No- 
vember 9—owns more than one- 
tenth of the entire state of Maine. 

From spruce, fir and hemlock on 
its 2.250.000 acres of timberland. 
the company manufactures news- 
print in mills at Millinocket. East 
Millinocket and Madison, Maine. 

The three mills turn out 1.300 
tons of paper daily—90 per cent 
of it newsprint; the remainder spe- 
cialty printing and wrapping paper. 

Last year. Great Northern pro- 
duced 368,000 tons of newsprint. 
a third of this country’s entire pro- 
duction. However, that output ac- 
counts for only a small part of 
national consumption. In 1952. for 
instance, total United States con- 
sumption of newsprint 
supplied by Canada 
5,988,000 tons. 


most of it 
amounted to 


The company’s sales—confined 
to an area east of the Mississippi 
and made on a contract basis— 
have shown steady improvement 
over the past ten years, aided by a 
greater demand for paper and 
higher prices. Net sales rose from 
$16.792.000 in 1943 to $31.262.- 
000 in 1948 and to a record $42,- 
734.000 in 1952. 

Last year’s net income of 
$4.637.000, or $4.64 a common 
share, was just short of the record 
profit of $4,738,000, or $4.75 per 
share. achieved in 1951. 

Great Northern’s operations are 
now being expanded, with the ob- 
jective of boosting its production 
of paper to 2.000 tons daily. 

The company has paid cash divi- 
dends on its common stock every 
vear without exception since 1910. 
Payments amounted to $3 a share 
in 1950. 1951 and 1952. 

There are 4.621 owners of the 
company’s stock. 


Great Northern’s mill at East Millinocket, Me. 
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THE 


Other 
Side 
OF THE COIN 


ost readers of THE ExCHANGE 
Magazine are, of course, 

quite familiar with the names of 
such listed common stocks as New 
York Central, A. T. & T.. Radio. 
U.S. Steel and others which gen- 
erally rank high in trading volume. 
But how about those at the other 
end of the scale—those listed com- 
mon shares which trade the least ? 
The table on the following page 
cites the 25 listed common stocks— 
excluding rail issues whose divi- 





dends are guaranteed by other rail- 
roads and stocks selling above $200 
per share—which were least active 
last year. Also shown are the num- 
ber of share owners of each com- 
pany. 

The total 1952 turnover of 201.- 
640 shares for these 25 issues was 
only one-fifteenth as much as the 
volume of 3.038.400 shares of New 
York Central. last year’s most ac- 
tive single stock. 

And, American Telephone & 
Telegraph—with some 1.242.000 
stockholders. or several hundred 
thousand more than any other cor- 
poration—-has 45 times as many 
share owners as the figure of 27.- 
238 share owners for the 25 is- 
sues combined. 


Notable Records 


The 25 common stocks cited in 
the tabulation on the next page 
are not without distinction. so far 
as return to share owners is con- 
cerned: 

At least seven of them can boast 
notable dividend longevity records. 
having made cash disbursements 
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without exception for periods rang- 
ing from a quarter-century to more 
than half a century. 

Others 
periods of time. 


have paid for shorter 

In most instances. 
market 
volume for 


according to 
small 
any particular stock 
from one or 


analysts. a trading 


may stem a variety 
of causes: 


The stock is closely held. 


It is not well known to investors 
generally. 

Most investors don’t identify the 
shares with the company’s products 
or services. 

Management of the corporation 
has not exploited the strong points 
of the enterprise. 

The outlook for appreciation in 
the market price of the stock is 
not readily apparent. 





Issue 


Green Bay and Western R. R. 
Reynolds Tobacco (Common) 
Outlet Co. 

New York Dock 

Chile Copper Co. 


Phoenix Hosiery . 

Dunhill International 
F. E. Myers & Bros. 
Atlantic, Gulf & West Indies S. S. 
Pan Amer. Pet. & Transp. 


Penna. Glass Sand 
Century Ribbon Mills 
Arnold Constable Corp. 
Atlas Tack Corp. 
Adams-Millis Corp. 


The Fair 

Exchange Buffet Corp. 
American Ship Building 
Pet Milk Co. 

James Talcott, Inc. 


G. R. Kinney Co. 
Sheaffer Pen 

Reliable Stores — 
Amalgamated Sugar 
Manhattan Shirt Co. 


Total 25 Companies 
Average 25 Companies 





* Excluding Guaranteed Rails and Stocks Selling over $200. 


25 LEAST ACTIVE COMMON STOCKS IN 1952* 





Reported No. of 
Share Volume = Stockholders 
340 240 
ere 350 1,961 
820 922 
3,280 195 
3,730 361 
6,000 287 
erates to Gite 6,400 500 
7,300 1,946 
8,000 380 
eters Oi 8,500 1,005 
8,600 964 
8,900 660 
9,000 1,124 
ereelwrave wie 9,100 495 
adyitncbeacke 9,300 2,150 
stviewout 9,300 1,700 
nétidtaes 9,500 1,000 
9,620 1,451 
10,800 1,235 
11,200 930 
11,300 1,079 
11,300 2,900 
12,500 895 
13,100 1,427 
= dnaerutahe 13,400 1,431 
201,640 27,238 
8,066 1,090 
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The Short Interest 


N Ocroser 15. the short in- 
| ae in listed stocks amounted 
to 2.188.398 shares. the highest 
since February 15, 1952. and an 
increase of 252.440 shares. or some 
13 per cent, over the figure at mid- 
September, 

\s compared with the total num- 
ber of shares listed-—-nearly 2.900,- 
(00.000- -a short interest of 2.188.- 
3968 shares amounts to only 
7/100ths of 1 per cent. 

Of what significance are these 
statistics to the average conserva- 
tive investor—the individual of 
modest means perhaps—-who buys 
stocks for dividend income and 
long-pull capital appreciation? 

The answer, it seems fair to say, 
is none—in most cases anyhow. 


Speculator Concerned 


It is true. of course. that the 
speculator. the in-and-out trader, 
may be--and frequently is--con- 
cerned with the extent of the short 
interest in a particular stock. A 
substantial short interest. he real- 
izes. may bring a sharp. even if 
temporary, run-up in the price of 
the shares. A sudden favorable news 
development might. for example, 
spark new buying of the shares and 
higher prices——plus, of course. buy- 
ing by those short of the stock to 
cancel out their positions. 

Over any extended period of 
time. of course, the price of a stock 
is determined by such fundamen- 
tal factors as earnings. dividends 


and the skills of the management 
plus public interest in the company. 

Although there is a great deal 
of misunderstanding about the 
subject. short selling is neither im- 
moral nor unusual-—and it isn't 
always profitable. either. 

Borrows Stock 

The individual going short sells 
a stock he doesn’t own—borrowing 
the number of shares involved to 
make delivery to the purchaser 
in the hope he will be able to buy 
the same number of shares for re- 
turn to the lender at a lower price 
at some later date. If his judgment 
is correct. he makes a profit; if 
it isn’t. he takes a loss. 

Short selling may not, of course, 
be used as a device to depress 
share prices artificially. and no 
short sales may be made in a stock 
at declining prices. Nor is short 
selling restricted to the stock mar- 
ket. It occurs in practically every 
line of business. When you send 
Sl to THe Excnance Magazine 
for a year’s subscription, this pub- 
lication, in effect. makes a short 
sale—contracting to mail you 12 
successive monthly issues. even 
though the December issue doesn’t 
exist and those for 1954 months 
aren't yet an inspiration. 

The same is true of the farmer 
who contracts to deliver his wheat 
the day he sows it. Or the depart- 
ment store which sells an arm-chair 
that hasn't been built vet. 





Where can a 
woman learn 
about investing 
her money ? 


“LAAULS TIVA IT 


Sooner or later it happens to every 
woman. At a party or a dinner she over- 
hears bits of conversation: “. . . my 
stocks paid me about 6% in divi- 
dends last year.”’ Someone else tops that 
with “. . . only paid $900, but I could 
sell today for $1,200.” And so on. 
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Naturally, she’s secretly curious, may- 
be even jealous. How does one “find” in- 
vestments? There must be good stocks 

and bad. Which is which? 
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Now, if someone asked her what store 
in town she’d like to own part of, she’d 
answer in a flash. She knows which local 
businesses are thriving—and which are 
standing still. 
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Owning stock is merely owning shares 
of a business—in most cases a business 
having a trade-mark known nationally. 
Your refrigerator maker, for example. 
Your toothpaste maker. Your TV set 
maker. 
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Like the local stores, some companies 
may earn good profits one year, and an- 
other year may not. Naturally you don’t 
want to risk your money blindly. That’s 
where your broker’s experience can be 


helpful. 


That New York Stock Exchange mem- 
ber firm’s office near you is prepared to 
answer your questions ... give you 
helpful information . . . whether you 
want to buy securities now or just talk 
about them. 


N 


VV 
NV 


ay 





Vembers and Member Firms of the 


NEW YORK STOCK EXCHANGE 


IOVISOd ‘SN 
“a PUD “Td ‘99 VE “2S 


6EVV “ON HUlded 
“kN ‘WYOA MAN 











¥ Sec. 34.66, P.L. and R. 
THE EXCHANGE U.S. POSTAGE 


